USTA PART 32 AND PART 64 STREAMLINING

May 1, 1998

TIMING/ATEM# | AGENDA AREA ACTION RATIONALE

Future | e Eliminate Part 64 Burden to LEC - Part 64 process, audits, etc., are costly. These
burdens are not placed on incumbent IXCs putting LECs at a

ITEM 6H competitive disadvantage. IXCs, CLECS, etc., are not strapped with

the regufatory burden of allocating costs per Commission approved
methods and procedures. Vestiges of rate of return regulation should
be eliminated.

Public Interest Consideration - Effort spent on Part 64 can be used in
other areas which will make LECs more competitive.

Part 64 is used to allocate the current actual costs in the OTC books of
account. Because Price Caps severs the link between price and cost,
the amount of allocated cost is of no consequence. Hence, Part 64
offers no additional protection. As the Commission has aiready
indicated, Part 64 costs are not used to price competitive services, and
it is the antitrust laws that protect against predatory pricing (See 86-
111, Par 40)

Part 64 is not necessary to insure there are is no cross subsidization
between competitive and noncompetitive services for the purposes of
Universal Service (Telecom Act 254K). High Cost is determined using
forward looking costs. Part 64 is not a forward looking cost accounting
process. Both competitive and noncompetitive services are funded for
Schools and Library and Rural Health Care. The support provided the
School, Library or Rural Health Care customer has nothing to do with
Part 64 cost allocation. Finally, the process for determining whether a
customer qualifies for low income rates does not use Part 64.

Page 15
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§ 32.2000 Instructions for telecommunications plant accounts
(a) Purpose of telecommunications plant accounts.

(1) The telecommunications plant accounts (2001 to 2007 inchsive) are designed to
show the investment in the company's tangible and intangible telecommunications plant
which ordinarily has a service life of more than one year, including such plant whether
used by the company or others in providing telecommunications service.

(2) The telecommunications plant accounts shall not include the cost or other value of
telecommunications plant contributed to the company. Contributions in the form of
money or its equivalent toward the construction of telecommunications plant shall be
credited to the accounts charged with the cost of such construction. Amounts of non-
recurring reimbursements based on the cost of plant or equipment furnished in rendering
service to a customer shall be credited to the accounts charged with the cost of the plant
or equipment. Amounts received for construction which are ultimately to be repaid
wholly or in part, shall be credited to Account 4360, Other Deferred Credits; when final
determination has been made as to the amount to be returned any unrefunded amounts
shall be credited to the accounts charged with the cost of such construction. Amounts
received for the construction of plant, the ownership of which rests with or will revert
to others, shall be credited to the accounts charged with the cost of such construction.
(Note also Account 7110, Income from Custom Work.)

(3) When telecommunications plant ordinarily having a service life of more than one
year is installed for temporary use in providing telecommunications service, it shall be
accounted for in the same manner as plant having a service life of more than one year.

(4) The cost of individual items of equipment having a life less than one year or with an

original cost less than an expense limit as designated by a Company based on Generally
Accepted Accounting Principles, shall be charged to the applicable Plant Specific
Operations Expense accounts. If the aggregate investment in the items is relatively
large at the time of acquisition, such amounts shall be maintained in an applicable
materials and supplies account until the items are used.

(b) The accounting for property plant and equipment isto be recorded at original cost

(1) Depreciation and amortization of plant acquired shall be credited to Account 3100,
Accumulated Depreciation; or Account 3200 Accumulated Depreciation-Held for
Future Telecommunications Use; 3400, Accumulated Amortization-Tangible, 3410,
Accumulated Amortization-Capitalized Leases; 3420 Accumulated Amortization-
Leasehold Improvements; 3500, Accumulated Amortization-Intangibles; and 3600,
Accumulated Amortization-Other, and debited to Account 1439,

¢) Cost of construction.

(1) Telecommunications plant represents an economic resource which will be used to
provide future services, the cost of which will be allocated in a rational and systematic
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manner to the future periods in which it provides benefits. In accounting for
construction costs, the utility shall charge to the telecommunications plant accounts,
where applicable, all direct and indirect costs: Labor, Engineering, Material and
Supplies, Transportation, Contract Work, Protection, Privileges, Taxes, Allowance for
Funds Used During Construction, and Other Related Costs.

(d) Telecommunications plant retired

(1) Telecommunications plant accounts shall at all times disclose the original cost of all
property in service. When any item of property subject to plant retirement accounting is
wom out, lost, sold, destroyed, abandoned, surrendered upon lapse of title, becomes
permanently unserviceable, is withdrawn or for any other reason is retired from service,
the plant accounts applicable to that item shall be credited with the original cost of the
plant retired whether replaced or not (except as provided for minor items).

(2) The accounting for the retirement of property, plant and equipment shall be as
provided above except:

(i) Minor items: This group includes any part or element of plant which is not
designated as a retirement unit. However, if the replacement effects a substantial
betterment (the primary aim of which is to make the property affected more useful, of
greater durability, of greater capacity, or more economical in operation), the excess cost
of such a replacement, over the estimated cost at the then current prices of replacement
without betterment of the minor items being retired, shall be charged to the applicable
telecommunications plant account.

(i1) Amounts included in Account 2005, Telecommunications Plant Adjustment;
Account 2680, Amortizable Tangible Assets; Account 2681, Capital Leases; Account
2682, Leasehold Improvements; Account 2690, Intangibles; and any amounts
associated with amortizable leaseholds, easements, and similar rights in land included
in Account 2111, Land, shall be debited, as appropriate, to Accounts 3400, 3410, 3420,
3500, or 3600, and credited to the applicable accounts.

(iif) Amounts in Account 2111, Land, and amounts for works of art recorded in
Account 2122, Furniture, shall be treated at disposition as a gain or loss and shall be
credited or debited to Account 7150, Gains and Losses from Disposition of Land and
Artwork, as applicable. If land or artwork is retained by the company and held for sale,
the cost shall be charged to Account 2006, Nonoperating Plant.

(3) When the telecommunications plant is sold together with traffic associated
therewith, the original cost of the property shall be credited to the applicable plant
accounts and the estimated amounts carried with respect thereto in the accumulated
depreciation and amortization accounts shall be charged to such accumulated accounts.
The difference, if any between the net amount of such debit and credit items and the
consideration received (less commissions and other expenses of making the sale) for the
property shall be included in Account 7350, Gains and Losses from Disposition of
Certain Property. The accounting for depreciable telecommunications plant sold
without the traffic associated therewith shall be in accordance with the accounting
provided in § 32.3100(c) of this subpart.
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(e) Basic property records must be
(i) subject to internal accounting controls,
(ii) auditable,

(iii) equal in the aggregate to the total investment reflected in the financial
property control accounts as well as the total of the cost allocations supporting
the determination of cost-of-service at any particular point in time, and

(iv) maintained throughout the life of the property.

(f) Standards for Maintaining Continuing Property Records

(1)Property records shall be maintained by original cost where appropriate. Otherwise
averaging or estimates as described below shall be used.

(2) Averaging.
Average costs may be developed for plant consisting of a large number of similar units.
Units of similar size and type within each specified account may be grouped.

(3) Estimates.

In cases where the actual original cost of property cannot be ascertained, such as pricing
an inventory for the initial entry of a continuing property record or the pricing of an
acquisition for which the continuing property record has not been maintained, the
original cost may be estimated. Any estimated original cost shall be consistent with the

accounting practices in effect at the time the property was constructed.
32.2000F(5)-(9).

(g) Depreciation accounting--
(1) Computation of depreciation rates.

(i) Depreciation percentage and/or amortization rates shall be computed in
conformity with a group plan of accounting for depreciation and shall be such that the
loss in service value of the property, except for losses excluded under the definition of
depreciation, may be distributed under the straight-line method during the service life of
the property.

(2) Depreciation charges.

(i) A separate annual percentage rate for each depreciation category of
telecommunications plant shall be used in computing depreciation charges.
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(ii) Charges for currently accruing depreciation shall be made monthly to the
appropriate depreciation accounts, and corresponding credits shall be made to the
appropriate depreciation reserve accounts.

(iii) In certain circumstances, monthly charges may be determined in total or
in part through the use of other methods whereby selected plant balances or portions
thereof are ratably distributed over appropriate periods.

TR—
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RELATED TO NETTING REG ASSET AND REG LIABILITY:

Account 4361 - Regulatory Liability should be changed to read the following:

(a) This account shall include amounts of probable future zexenus net reductions in revenues
atributable-to-future-decreases-intaxes-payable. (future revenue reductions in excess of future

revenue increases) attributable to:

1- future net decreases to taxes payable related to the tax effects of temporary differences
accounted for under the flow-through method(future decreases in excess of future increases).

2 - the impact of tax rate decreases in excess of tax rate increases on net deferred tax liabilities

(deferred tax liabilities in excess of deferred tax assets) for those temporary differences underlying
its existing balance

3 - the impact of tax rate increases in excess of tax rate decreases on net deferred tax assets
(deferred tax assets in excess of deferred tax liabilities) for those temporary differences
underlying its existing balance.

As net reductions in revenue occur, amounts recorded in this account shall be reduced with a debit
entry and a credit entry to account 4340.

Account 1437 - Regulatory Asset should be changed to read as follows:

(a) This account shall include amounts of probable future net increases in revenues for-the
recovery-offuture-incroasesin-tanes-payable- (future revenue increases in excess of future revenue

decreases) attributable to:

1- future net increases to taxes payable related to the tax effects of temporary differences
accounted for under the flow-through method (future increases in excess of future decreases).

2 - the impact of tax rate increases in excess of tax rate decreases on net deferred tax liabilities

(deferred tax liabilities in excess of deferred tax assets)for those temporary differences underlying
its existing balance

3 - the impact of tax rate decreases in excess of tax rate increases on net deferred tax assets

(deferred tax assets in excess of deferred tax liabilities) for those temporary differences underlying
its existing balance.

As net increases in revenue reversals occur, amounts recorded in this account shall be reduced
with a credit entry and a debit entry to account 4340.

RELATED TO ELIMINATING THE GROSS-UP:

Replace 32.4340(a)-(e) with these words:

Account 4340 shall include the deferred tax effects of all unreversed temporary differences (i.e.,
SFAS No. 109 requires that unreversed temporary differences should be stated at the rate the tax
will be paid) as defined under SFAS No. 109.

Delete account 4341, section 32.4341(a)-(c).



Attachment C

June 4, 1998

Mr. Jose Luis Rodriguez

Chief, Accounting Systems Branch
Federal Communications Commission
2000 L Street, N.W. —Room 812
Washington, DC

Dear Mr. Rodriguez;

As a follow-up to the May 1 information sharing session on Part 32 and Part 64
streamlining, you asked that the USTA Accounting and Cost Allocation group provide to
you a comparison of the proposed 47 CFR 32.2000 wording and the wording that
currently appears in these rules.

The attached document shows the additions and deletions to the current rules that would
result in the proposed wording provided to you on May 1.

The USTA Accounting and Cost Allocation group would again like to express its

appreciation to you and your staff for meeting with them on this topic. The group looks
forward to continued dialogue with you in these areas.

Very truly yours,
Fonder. €. Childons,

Porter E. Childers
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§ 32.2000 Instructions for telecommunications plant accounts
(a) Purpose of telecommunications plant accounts.

(1) The telecommunications plant accounts (2001 to 2007 inchisive) are designed to
show the investment in the company's tangible and intangible telecommunications plant
which ordinarily has a service life of more than one year, including such plant whether
used by the company or others in providing telecommunications service.

(2) The telecommunications plant accounts shall not include the cost or other value of
telecommunications plant contributed to the company. Contributions in the form of
money or its equivalent toward the construction of telecommunications plant shall be
credited to the accounts charged with the cost of such construction. Amounts of non-
recurring reimbursements based on the cost of plant or equipment furnished in rendering
service to a customer shall be credited to the accounts charged with the cost of the plant
or equipment. Amounts received for construction which are ultimately to be repaid
wholly or in part, shall be credited to Account 4360, Other Deferred Credits; when final
determination has been made as to the amount to be returned any unrefunded amounts
shall be credited to the accounts charged with the cost of such construction. Amounts
received for the construction of plant, the ownership of which rests with or will revert
to others, shall be credited to the accounts charged with the cost of such construction.
(Note also Account 7110, Income from Custom Work.)

(3) When telecommunications plant ordinarily having a service life of more than one

year is installed for temporary use in providing telecommunications service, itshall be

accounted for in the same manner as plant having a service life of more than one year.
Chis-includes-temporansinstallations-of plan : nola o )in .

(4) The cost of individual items of equipment-<lassifiable-to-Accounts—il2,—-Motor
Mohicles: 2113 Aircraf 2114 SpecialP ohicless 2115 G Wogl

one year shall be charged to the applicable Plant Specific Operations Expense accounts.
If the aggregate investment in the items is relatively large at the time of acquisition,

such amounts shall be maintained in an applicable materials and supplies account until
the items are used.

(b) Telecommunications-plant-acquired- The accounting for property, plant and

equipment is to be recorded at original cost.
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(1) i) Depreciation and amortization of plant acquired shall be credited to
Account 3100, Accumulated Depreciation, or Account 3200 Accumulated
Depreciation-Held for Future Telecommunications Use, 3400, Accumulated
Amortization-Tangible, 3410, Accumulated Amortization-Capitalized Leases, 3420,
Accumulated Amortization-Leasehold Improvements, 3500, Accumulated
Amortization-Intangibles, and 3600, Accumulated Amortization-Other, and debited to
Account 1439,

(c) Cost of construction.

(1) Telecommunications plant represents an economic resource which will be
used to provide future services, the cost of which will be allocated in a rational and
systematic manner to the future periods in which it provides benefits. In accounting for
construction costs, the utility shall charge to the telecommunications plant accounts,
where applicable, all direct and indirect costs Labor, Engineering, Material and
Supplies, Transportation, Contract Work, Protection, Privileges, Taxes, Allowance
Jor Funds Used During Construction, and Other Related Costs.

2)Di ! indi hallinclude] bo limitad to

Page 2

AT R —



PART 32 - SECTION 32.2000
Additions are in Italics. Deletes appear as overstrikes.




PART 32 - SECTION 32.2000
Additions are in Italics. Deletes appear as overstrikes.

(d) Telecommunications plant retired

(1) Telecommunications plant accounts shall at all times disclose the original
cost of all property in service. When any item of property subject to plant retirement
accounting is worn out, lost, sold, destroyed, abandoned, surrendered upon lapse of
title, becomes permanently unserviceable, is withdrawn or for any other reason is
retired from service, the plant accounts applicable to that item shall be credited with the
original cost of the plant retired whether replaced or not (except as provided for minor

) (30 3 w¥a
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(2) ¢4 The accounting for the retirement of property, plant and equipment shall be as
provided above except:

(i) Minor Items: This group includes any part or element of plant
which is not designated as a retirement unit. However, if the replacement effects a
substantial betterment (the primary aim of which is to make the property affected more
useful, of greater durability, of greater capacity, or more economical in operation), the
excess cost of such a replacement, over the estimated cost at the then current prices of
replacement without betterment of the minor items being retired, shall be charged to
the applicable telecommunications plant account.

(ii) & Amounts included in Account 2005, Telecommunications Plant
Adjustment; Leasehold Improvements; Account 2690, Intangibles; and any amounts
associated with amortizable leaseholds, easements Account 2680, Amortizable
Tangible Assets; Account 2681, Capital Leases; Account 2682, and similar rights in
land included in Account 2111, Land shall be debited, as appropriate, to Accounts
3410, 3420, 3500, or 3600, and credited to the applicable accounts.

(i) Amounts in Account 2111, Land, and amounts for works of art
recorded in Account 2122, Furniture, shall be treated at disposition as a gain or loss and
shall be credited or debited to Account 7150, Gains and Losses from Disposition of
Land and Artwork, as applicable. If land or artwork is retained by the company and
held for sale, the cost shall be charged to Account 2006, Nonoperating Plant.

(3) &9 When the telecommunications plant is sold together with traffic associated
therewith, the original cost of the property shall be creditd to the applicable plant
accounts and the estimated amounts carried with respect thereto in the accumulated
depreciation and amortization accounts shall be charged to such accumulated accounts.
The difference, if any between the net amount of such debit and credit items and the
consideration received (less commissions and other expenses of making the sale) for
the property shall be included in Account 7350, Gains and Losses from Disposition of
Certain Property. The accounting for depreciable telecommunications plant sold
without the traffic associated therewith shall be in accordance with the accounting
provided in § 32.3100(c) of this subpart.

(e) €33 The basic property records must be
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(i) subject to internal accounting controls,
(ii) auditable,
(iii) equal in the aggregate to the total investment reflected in the financial

property control accounts as well as the total of the cost allocations supporting
the determination of cost-of-service at any particular point in time, and

(iv) maintained throughout the life of the property.

Page 7
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(f) Standards practices-for establishing-and-maintaining continuing property records

(1)-Accounting-area. Property records shall be maintained by original cost
where appropriate. Otherwise averaging or estimates as described below shall be
used.

Page 8
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(2) G¥) Averaging.

&A)-Average costs may be developed for plant consisting of a

large number of similar umtssueh-as-tommahqmpm;t,—pohwm,—cablarcabh

terminalsy-conduit-furnituse,-and-work-equipment Units of similar size and type
w1thm each spemﬁed accounhng-ma-and-agulmd-phntmum may be grouped

Page 9



PART 32 - SECTION 32.2000
Additions are in Italics. Deletes appear as overstrikes.

(3) ¢4 Estimates. In cases where the actual original cost of property cannot be
ascertained, such as pricing an inventory for the initial entry of a continuing property
record or the pricing of an acquisition for which the continuing property record has not
been maintained, the original cost may be estimated. Any estimated original cost shall

be consistent with the accounting practices in effect at the time the property was
constructed.
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(g) Depreciation accounting

(1) Computation of depreciation rates.

approval-orupon-prescription-by-the-Commission, depreciation percentage and/or
amortization rates shall be computed in conformity with a group plan of accounting for
depreciation and shall be such that the loss in service value of the property, except for
losses excluded under the definition of depreciation, may be distributed under the
straight-line method during the service life of the property.

(2) Depreciation charges.

(i) A separate annual percentage rate for each depreciation category of
telecommunications plant shall be used in computing depreciation charges.

(ii) @) Charges for currently accruing depreciation shall be made
monthly to the appropriate depreciation accounts, and corresponding credits shall be

made to the appropriate depreciation reserve accounts—Gurrent-nonthliy-charges-shall
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(iii) &) In certain circumstances-and-upon-pricr-approval-of-this
Comumission, monthly charges may be determined in total or in part through the use of
other methods whereby selected plant balances or portions thereof are ratably

distributed over appropriate periods prescribed——by—this—Commission——Such
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§ 32.2000 Instructions for telecommunications plant accounts
(a) Purpose of telecommunications plant accounts.

(1) The telecommunications plant accounts (2001 to 2007 inclwsive) are designed to
show the investment in the company's tangible and intangible telecommunications plant
which ordinarily has a service life of more than one year, including such plant whether
used by the company or others in providing telecommunications service.

(2) The telecommunications plant accounts shall not include the cost or other value of
telecommunications plant contributed to the company. Contributions in the form of
money or its equivalent toward the construction of telecommunications plant shall be
credited to the accounts charged with the cost of such construction. Amounts of non-
recurring reimbursements based on the cost of plant or equipment furnished in rendering
service to a customer shall be credited to the accounts charged with the cost of the plant
or equipment. Amounts received for construction which are ultimately to be repaid
wholly or in part, shall be credited to Account 4360, Other Deferred Credits; when final
determination has been made as to the amount to be returned any unrefunded amounts
shall be credited to the accounts charged with the cost of such construction. Amounts
received for the construction of plant, the ownership of which rests with or will revert
to others, shall be credited to the accounts charged with the cost of such construction.
(Note also Account 7110, Income from Custom Work.)

(3) When telecommunications plant ordinarily having a service life of more than one
year is installed for temporary use in providing telecommunications service, it shall be
accounted for in the same manner as plant having a service life of more than one year.

(4) The cost of individual items of equipment having a life less than one year or with an

original cost less than an expense limit as designated by a Company based on Generally
Accepted Accounting Principles, shall be charged to the applicable Plant Specific
Operations Expense accounts. If the aggregate investment in the items is relatively
large at the time of acquisition, such amounts shall be maintained in an applicable
materials and supplies account until the items are used.

(b) The accounting for property plant and equipment isto be recorded at original cost

(1) Depreciation and amortization of plant acquired shall be credited to Account 3100,
Accumulated Depreciation; or Account 3200 Accumulated Depreciation-Held for
Future Telecommunications Use; 3400, Accumulated Amortization-Tangible, 3410,
Accumulated Amortization-Capitalized Leases; 3420 Accumulated Amortization-
Leasehold Improvements; 3500, Accumulated Amortization-Intangibles; and 3600,
Accumulated Amortization-Other, and debited to Account 1439,

¢) Cost of construction.

(1) Telecommunications plant represents an economic resource which will be used to
provide future services, the cost of which will be allocated in a rational and systematic
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manner to the future periods in which it provides benefits. In accounting for
construction costs, the utility shall charge to the telecommunications plant accounts,
where applicable, all direct and indirect costs: Labor, Engineering, Material and
Supplies, Transportation, Contract Work, Protection, Privileges, Taxes, Allowance for
Funds Used During Construction, and Other Related Costs.

(d) Telecommunications plant retired

(1) Telecommunications plant accounts shall at ali times disclose the original cost of all
property in service. When any item of property subject to plant retirement accounting is
worn out, lost, sold, destroyed, abandoned, surrendered upon lapse of title, becomes
permanently unserviceable, is withdrawn or for any other reason is retired from service,
the plant accounts applicable to that item shall be credited with the original cost of the
plant retired whether replaced or not (except as provided for minor items).

(2) The accounting for the retirement of property, plant and equipment shall be as
provided above except:

(i) Minor items: This group includes any part or element of plant which is not
designated as a retirement unit. However, if the replacement effects a substantial
betterment (the primary aim of which is to make the property affected more useful, of
greater durability, of greater capacity, or more economical in operation), the excess cost
of such a replacement, over the estimated cost at the then current prices of replacement
without betterment of the minor items being retired, shall be charged to the applicable
telecommunications plant account.

(i) Amounts included in Account 2005, Telecommunications Plant Adjustment;
Account 2680, Amortizable Tangible Assets; Account 2681, Capital Leases; Account
2682, Leasehold Improvements; Account 2690, Intangibles; and any amounts
associated with amortizable leaseholds, easements, and similar rights in land included
in Account 2111, Land, shall be debited, as appropriate, to Accounts 3400, 3410, 3420,
3500, or 3600, and credited to the applicable accounts.

(iii) Amounts in Account 2111, Land, and amounts for works of art recorded in
Account 2122, Furniture, shall be treated at disposition as a gain or loss and shall be
credited or debited to Account 7150, Gains and Losses from Disposition of Land and
Artwork, as applicable. If land or artwork is retained by the company and held for sale,
the cost shall be charged to Account 2006, Nonoperating Plant.

(3) When the telecommunications plant is sold together with traffic associated
therewith, the original cost of the property shall be credited to the applicable plant
accounts and the estimated amounts carried with respect thereto in the accumulated
depreciation and amortization accounts shall be charged to such accumulated accounts.
The difference, if any between the net amount of such debit and credit items and the
consideration received (less commissions and other expenses of making the sale) for the
property shall be included in Account 7350, Gains and Losses from Disposition of
Certain Property. The accounting for depreciable telecommunications plant sold
without the traffic associated therewith shall be in accordance with the accounting
provided in § 32.3100(c) of this subpart.
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(e) Basic property records must be

(i) subject to internal accounting controls,
(ii) auditable,

(iii) equal in the aggregate to the total investment reflected in the financial
property control accounts as well as the total of the cost allocations supporting
the determination of cost-of-service at any particular point in time, and

(iv) maintained throughout the life of the property.

(f) Standards for Maintaining Continuing Property Records

(1)Property records shall be maintained by original cost where appropriate. Otherwise
averaging or estimates as described below shall be used.

(2) Averaging.
Average costs may be developed for plant consisting of a large number of similar units.
Units of similar size and type within each specified account may be grouped.

(3) Estimates.

In cases where the actual original cost of property cannot be ascertained, such as pricing
an inventory for the initial entry of a continuing property record or the pricing of an
acquisition for which the continuing property record has not been maintained, the
original cost may be estimated. Any estimated original cost shall be consistent with the

accounting practices in effect at the time the property was constructed.
32.2000F(5+9).

(g) Depreciation accounting--
(1) Computation of depreciation rates.

(i) Depreciation percentage and/or amortization rates shall be computed in
conformity with a group plan of accounting for depreciation and shall be such that the
loss in service value of the property, except for losses excluded under the definition of
depreciation, may be distributed under the straight-line method during the service life of
the property.

(2) Depreciation charges.

(i) A separate annual percentage rate for each depreciation category of
telecommunications plant shall be used in computing depreciation charges.
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(ii) Charges for currently accruing depreciation shall be made monthly to the
appropriate depreciation accounts, and corresponding credits shall be made to the
appropriate depreciation reserve accounts.

(iii) In certain circumstances, monthly charges may be determined in total or
in part through the use of other methods whereby selected plant balances or portions
thereof are ratably distributed over appropriate periods.
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RELATED TO NETTING REG ASSET AND REG LIABILITY:

Account 4361 - Regulatory Liability should be changed to read the following:

(a) This account shall include amounts of probable future revenué net reductions in revenues
atiiibutable-to-future-decreases-in-taxes-pavable. (future revenue reductions in excess of future

revenue increases) attributable to:

1- future net decreases to taxes payable related to the tax effects of temporary differences
accounted for under the flow-through method(future decreases in excess of future increases).

2 - the impact of tax rate decreases in excess of tax rate increases on net deferred tax lLiabilities

(deferred tax liabilities in excess of deferred tax assets) for those temporary differences underlying
its existing balance

3 - the impact of tax rate increases in excess of tax rate decreases on net deferred tax assets
(deferred tax assets in excess of deferred tax liabilities) for those temporary differences
underlying its existing balance.

As net reductions in revenue occur, amounts recorded in this account shall be reduced with a debit
entry and a credit entry to account 4340,

Account 1437 - Regulatory Asset should be changed to read as follows:

{a) This account shall include amounts of probable future net increases in revenues forthe
recovery-of futurg-increases-in-taxes-payable. (future revenue increases in excess of future revenue

decreases) attributable to:

1- future net increases to taxes payable related to the tax effects of temporary differences
accounted for under the flow-through method (future increases in excess of future decreases).

2 - the impact of tax rate increases in excess of tax rate decreases on net deferred tax liabilities

(deferred tax liabilities in excess of deferred tax assets)for those temporary differences underlying
its existing balance

3 - the impact of tax rate decreases in excess of tax rate increases on net deferred tax assets

(deferred tax assets in excess of deferred tax liabilities) for those temporary differences underlying
its existing balance.

As net increases in revenue revessals occur, amounts recorded in this account shall be reduced
with a credit entry and a debit entry to account 4340.

RELATED TO ELIMINATING THE GROSS-UP:

Replace 32.4340(a)-(e) with these words:

Account 4340 shall include the deferred tax effects of all unreversed temporary differences (i.e.,
SFAS No. 109 requires that unreversed temporary differences should be stated at the rate the tax
will be paid) as defined under SFAS No. 109.

Delete account 4341, section 32.4341(a)-(c).



